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GOVERNMENT SUBSIDIES 


NE of my favorite quotations from Ralph Waldo Emerson is: “Every man 
C) is as lazy as he dares to be.” It is too bad that this is true. In an ideal 

world of ideal men, neither the fear of insecurity nor the hope of reward 
would be necessary stimulants to bring out the highest quality and quantity of en- 
deavor. Unfortunately, however, history has proved Emerson correct. Even the 
Pilgrims landing at Plymouth Rock with all of their religious motivations failed 
to maintain a satisfactory standard of living during the first 3 years during which 
they tried to maintain a communal type of economy. Many Utopian plans have been 
tried in various communities in the early period of the United States (and, so far as 
that goes, throughout the world), with a uniform result. The sheltered and pro- 
tected individual who is not constantly faced with difficult decisions and with prob- 
lems which tax his ability to the utmost, becomes lazy, mentally and physically, 
and does not contribute to the growth of his profession or his community. 


I attribute a great part of the amazing economic progress of the United States 
to the fact that rewards and penalties were great during the period of our develop- 
ment. Many an individual started from nothing and created an industrial empire by 
ingenuity and hard work. I think it is significant that a large number of the persons 
who have become wealthy in the United States came from poor families, where the 
struggle for existence was a hard-fought daily battle. Economic pressures 
developed in many of these individuals a willingness to work hard and long to 
achieve their objectives, and early in life they learned the fallacy of expecting 
something for nothing. 


During the period of the Great Depression, Government was called upon to 
take care of disaster relief. Many plans were advocated to make the impact of 
the depression less severe on those individuals who, through no fault of their own, 
had been caught in a debtor position in a period of collapsing prices. Unem- 
ployment was great, with relatively few jobs to be had. I do not quarrel with dis- 
aster relief as a function of Government, but in my opinion whenever it is neces- 
sary for the Government to step in it should be done with the clearly understood 
provision that its function is a temporary one and that its support will be withdrawn 
just so soon as the period of extreme distress is past. This policy we have not 
followed in the United States. Disaster insurance has gradually developed into an 
attempt to insure a high standard of living. A high standard of living can only be 
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insured by the hard and efficient work of the people. The only security comes 
through continuing hard work and frugality. 


Believing this as I do, I am fundamentally opposed to Government subsidies, 
not only the subsidies for lines of endeavor in which I am not interested, but also 
those subsidies for the things which are closest to my heart. I am opposed to those 
subsidies in lines in which I am not interested because, as a taxpayer, I am carry- 
ing the weight of the subsidy, and I am opposed to the subsidies of those things in 
which I am interested because I believe that these subsidies in time will weaken the 
incentives and the efficiency responsible for our success in the past, witha 
lesser amount of success in the future. 


Let us consider some of the subsidies which are now in force: 


I am certainly opposed to the subsidizing of American agriculture, as I believe 
that the farmer has no right through legislation to compel the urban population 
to make forced contributions from its income to his; and this, of course, stripped 
of all of the political verbiage, is what parity payments mean. Parity payments 
are merely an attempt to subsidize the status quo; in other words, to allow what is 
to continue, regardless of whether the ultimate consumer believes that it is worth 
what it costs. During the war it was necessary that we have greatly increased 
production of food products, and the prices of agricultural products rose in rela- 
tionship to other goods and services. - This was a natural reaction of the market, 
which in itself accomplished the fundamental purpose which high prices always 
accomplish - it increased production when an increase was necessary. Now that 
the war is over and that many of the warring countries are back in production, the 
volume of production which was needed during the war is no longer needed, and a 
drop in price of agricultural products would shrink production to demand or, 
again putting it in simple language, would reduce the amount of production to the 
amount which the consumer was willing and able to buy. To produce more than 
that is an economic waste, as it means that human effort is being consumed to 
produce goods for which there is no logical market. 


Of course, a fall in price of agricultural products will bring about a certain 
amount of distress among high-cost producers in the agricultural field and will 
eventually force them into other activities more badly needed by the consumer. 
This forced retirement of high-cost production has always taken place in all 
lines of activity, and has resulted in the great flexibility of American industry to 
restrict the production of those things which were not needed and to increase the 
production of those which the consumer thought essential for which he was willing 
to pay. In the early 1900’s the lack of subsidies brought great distress to the 
manufacturers of wagons and buggies, and eventually forced them out of business, 
but the rapid expansion of the automobile industry created far more jobs than it 
displaced. The moving picture brought great distress to ihe vaudeville artists in 
the twenties, and through unemployment and physical privation, forced them to 
seek jobs in other industries. Television is now forcing many moving picture 
theaters out of business. More than 6,000 theaters have been forced to close their 
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doors, but to me the economic distress which preceded these closings (which was 
very real indeed to the owners and operators of the theaters) is no reason for a 
Federal subsidy to maintain a service which the consumer is not willing voluntarily 
to buy. If the theaters, in the economic struggle for existence, develop 3-D and 
wide-screen pictures to the point where the consumer is willing to spend his own 
money voluntarily for these services, the moving picture industry will continue to 
function. If the consumer prefers to spend his money for other goods and services, 
however, that is his privilege, and there is no reason why the Federal Government 
should forcibly take money from the consumer to give to the moving picture 
industry in subsidies to continue to render a service which the consumer is unwill- 
ing to buy. 


High tariffs are a subsidy with whichI also disagree. A high duty on any 
commodity which the American public wishes to buy has the effect of making the 
consumer pay more than he would otherwise pay. The extra amount which he pays 
is in effect a subsidy to the industries and their workers who are manufacturing 
in the United States articles similar to those imported. The excuse given for 
high tariffs is that wages and standards of living in some foreign countries are 
lower and, therefore, the cost of production of these competing items is lower, 
and to allow their free entry into this country would drive many local manufactur - 
ing companies out of business and cause widespread unemployment. I will frankly 
admit that there are many types of production which cannot be handled in the 
United States with as low a cost per unit as they can be in some other places, but 
I will also insist that it would serve the best good of the greatest number to allow 
the production and free import of these goods from any country in which they 
can be produced at the lowest cost, as this would result in a lower price of these 
products to the consumer. The eventual result of free trade would be that each 
country would produce those things which it is best suited to produce at the lowest 
cost, and would exchange its products for those things which some other country 
can produce on a more efficient basis. This specialization of industry is one of 
the factors which has brought us the high standards of living which we now enjoy. 
The lack of tariffs between the 48 States means that on a great part of the Ameri- 
can continent each area produces those goods which it can produce most efficiently 
and trades these goods for gocds which can be produced in some other area ata 
lower cost. Undoubtedly, one of the reasons why the United States of America 
has outdistanced Europe in production efficiency is that free trade has forced 
“cutthroat competition, ” and has paid a high premium for efficiency and has en- 
forced the death penalty on the high-cost producers. 


In Europe this has not been the case. Each small country with high tariff 
boundaries has “protected” its own industry from the “ravages of foreign com- 
petition” and, as a result, high-cost producers have been enabled to stay in 
business. Some European countries have even gone much further than this. 
In England, for instance, it is legal to combine and fix prices, and as a result, 
prices are placed ata level where the high-cost producer can continue to 
produce. 

















If tariffs were done away with today, we would, of course, go through along 
transition period in which unemployment would exist in certain areas and among 
certain industries, and it is undoubtedly true that some industries would be forced 
entirely out of business. In my opinion, there is no economic justification for 
these industries to have ever been in business in the United States, as they ap- 
parently cannot produce at a low enough cost to equal the foreign cost of produc- 
tion of similar objects plus the freight and overhead costs of bringing those objects 
to our markets. 


The great fallacy among those who believe in high tariffs is that they do not 
realize that in a democracy the ultimate consumer should have the freedom of 
choice on the way he will spend his income, and that it is morally wrong, through 
the use of Governmental force, to maintain prices for the things he buys higher 
than they would otherwise be. 


In a free trade world there would be no dollar shortages, and there would be 
no problem in the balance of international payments. Goods would move freely 
across international boundaries, with each economic unit producing the things 
which it could produce most efficiently. 


It seems to me that the Federal Government has no direct responsibility for 
furnishing housing to its citizens. As I read the Constitution and the Bill of Rights 
and the various other arnendments to the Constitution, it seems to me that funda— 
mentally the production and management of housing is primarily a private function 
which is not within the scope of Government activity. This is not true of such 
housing which must be produced because of temporary military or defense installa- 
tions, and which, because of the short-lived need, cannot be produced by private 
enterprise on a competitive basis. I am opposed to all housing projects (other 
than these military and defense installations) which cannot be built on the basis 
where the actual rentals received from the tenants are sufficient to pay a return 
on the cost of investment. In this belief I realize that I am expressing an opinion 
with which some honest, intelligent and well-meaning individuals would disagree. 
Iam sorry this is true, as it is always nice to have the morale-boosting effect of 
a majority opinion. but I have no objection to being a minority of one if I believe 
that the basis of my reasoning is sound. 


George Washington is supposed to have said during the Constitutional Conven- 
tion: “If, to please the people, we offer what we ourselves disapprove, how can 
we afterwards defend our work? Let us raise a standard to which the wise and 
honest can repair. The event is in the hand of God.” 











